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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

I n  t h e  Hatter of: 

A N  ADJUSTMENT OF RATES OF WESTERN I CASE NO. 9556 
KENTUCKY GAS COMPANY 1 

0 R D E " R  

I T  IS ORDERED t h a t  W e s t e r n  K e n t u c k y  Gas Company ( - W e s t e r n " )  

s h a l l  file a n  o r i g i n a l  a n d  12 copies of t h e  f o l l o w i n g  i n f o r m a t i o n  

w i t h  t h i s  Commission, w i t h  a copy t o  a l l  p a r t i e s  of record, by 

July 21, 1986. I n c l u d e  w i t h  each r e s p o n s e  t h e  name of t h e  w i t n e s s  

who will be responsible for responding to  q u e s t i o n s  r e l a t i n g  to  

t h e  i n f o r m a t i o n  provided.  Careful a t t e n t i o n  should be g l v e n  to 

copied mater ia l  to  insure t h a t  it is legible. I f  n e i t h e r  t h e  

requested i n f o r m a t i o n  ~ O K  a motion for a n  e x t e n s i o n  of t i m e  is 

f i l e d  by t h e  s ta ted  date, t h e  case may be d i s m i s s e d .  

I n f o r m a t i o n  R e q u e s t  No. 3 

1. With r e f e r e n c e  to I t e m  No. 1Oc of t h e  C o m m i s s i o n ' s  

Information Request No. 2, p r o v i d e  t h e  f o l l o w i n g  i n f o r m a t i o n :  

a. Confirm w h e t h e r  t h e  proposed wages and s a l a r i e s  

a d j u s t m e n t  h a s  been amended from $ 5 3 1 , 7 5 5  to  $5048245.  

b. C o n f i r m  w h e t h e r  the proposed payroll t a x  a d j u s t m e n t  

has b e e n  amended from $ < 4 , 4 0 4 8 >  to $ < 6 , 6 2 0 > .  

2. S t a t e  w h e t h e r  any temporary emplovees were o n  t h e  work 

force as of t h e  end of t h e  test y e a r .  If so, p r o v i d e  an a n a l y s i s  



s h o w i n g  t h e  amount of associated wages i n c l u d e d  in the wage 

normalization c a l c u l a t i o n .  

3 .  Provide an analysis showing t h e  p e a k  s h a v i n g  b e n e f i t s ,  

c o n t r a c t  demand reductions, and a n y  o t h e r  cost savings associated 

w i t h  p u r c h a s e  of t h e  natural gas t r a n s m i s s i o n  l i n e  from National 

P i p e l i n e  Company approved i n  Case No. 9 0 7 5 .  

4.  W i t h  r e f e r e n c e  t o  t h e  $ 3 8 . 0 0 0  m o n t h l y  corporate alloca- 

tion expense, ptov lde  t h e  f o l l o w i n g  i n f o r m a t i o n :  

a. P r o v i d e  a copy of t h e  agreement or other correspond- 

e n c e  or d o c u m e n t a t i o n  w h i c h  establishes the allocation of coats  to 

Western. 

b. State t h e  pe rcen tage  of total Texas American al lo-  

cated costs allocated to Wes te rn .  

c .  E x p l a i n  the factors which r e s u l t e d  I n  t h e  allocated 

amount i n c r e a s i n g  by 39.7 percent from 1985 to 1986. 

5.  With  r e f e r e n c e  t o  the p r o p o s e d  $263,762 Regulatory 

C o m m i s s i o n  Expense .  p r o v i d e  t h e  f o l l o w i n g  i n f o r m a t i o n :  

a. Provide  copies of itemized i n v o i c e s  for services 

rendered t o  da te .  

b. E x p l a i n  the s e l e c t i o n  c r i t e r i a  employed w i t h  respect 

to r e t a i n i n g  t h e  p a r t i e s  selected to  p e r f o r m  the cost of a e r v i c e  

study and rate d e s i g n  and r a t e  of r e t u r n  a n a l y s e s .  

C .  State  whether b i d s  were so l ic i ted  for t h e  perform- 

a n c e  of the a f o r e m e n t i o n e d  s e r v i c e s .  

d. E x p l a i n  t h e  b a s i s  €or the p r o j e c t e d  $40,000 I n  

expenses for legal  c o u n s e l .  
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e. E x p l a i n  t h e  b a s i s  for t h e  $35,000 projected expsnsee  

for preparat ion of data  requests. S t a t e  to  whom t h e s e  a m o u n t s  are 

e x p e c t e d  to be pa id .  

f .  S t a t e  t h e  s t e p s  t a k e n  by Western t o  c o n t a i n  t h e  

amount  of r a t e  case e x p e n s e  associated w i t h  t h i s  p r o c e e d i n g  a n d  

e x p l a i n  t h e  e x t e n t  to  w h i c h  p e r m a n e n t  e m p l o y e e s  a r e  p a r t i c i p a t i n g  

i n  t h e  p r e s e n t a t i o n  o f  t h e  case. 

6 .  With  r e f e r e n c e  to t h e  a d j u s t m e n t  to  e l i m i n a t e  i n e t i t u -  

t i o n a l  a d v e r t i s i n g  expense,  p rovide  t h e  f o l l o w i n g  i n f o r m a t i o n :  

a. E x p l a i n  why t e s t  y e a r  c h a r g e s  t o  A c c o u n t  No. 9 1 3  

w e r e  n o t  e l L m i n a t e d  by W e s t e r n  i n  ita a d j u s t m e n t .  

b. Sta t e  t h e  a c c o u n t  t o  w h i c h  a d v e r t i s i n g  e x p e n s e s  pro- 

m o t i n g  t h e  "On t h e  Mains"  program were c h a r g e d  a n d  t h e  test  y e a r  

amount  o f  s u c h  e x p e n s e s .  

7. Explain t h e  reason f o r  the 46 percent  increaee in the 

i n j u r i e s  a n d  damages  a c c o u n t  over t h e  t e s t  y e a r .  A l s o  p rovide  a 

list s h o w i n g  a l l  s e t t l e m e n t s  i n  e x c e s s  of $10 ,000  pa id  d u r i n g  t h e  

t e a t  year a n d  i n d i c a t e  t h e  t o t a l  amount  pa id  for s e t t l e m e n t s  of 

less t h a n  $10,000. 

8 .  R e f e r  t o  t h e  respocse of W e l l e r  a n d  VanMeter to q u e s t i o n  

20 o f  t h e  C o m m i s s i o n ' s  I n f o r m a t i o n  R e q u e s t  No. 2. The r e s p o n s e  

states t h a t  f e e  i n c r e a s e s  w i l l  h a v e  a n  i n s i g n i f i c a n t  i m p a c t  o n  

r e v e n u e s  due to t h e  d i s i n c e n t i v e  f a c t o r  imposed by h i g h e r  c h a r g e s .  

P l e a s e  p r o v i d e  t h e  answer to  q u e s t i o n  20,  u s i n g  h i s t o r i c a l  tes t  

y e a r  d a t a  for number of r e c o n n e c t i o n s  a n d  i n s u f f i c i e n t  f u n d s  

charges . 
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. 
9. R e f e r  t o  r e s p o n s e  t o  q u e s t i o n  1 4  of National S o u t h w i r e ' s  

I n f o r m a t i o n  Request. Name t h e  a f f l l i a t e ( 8 )  a l l u d e d  to and 

d e s c r i b e  t h e  r e l a t i o n s h i p ( s 1  t o  W e s t e r n .  

10. Refer to t h e  response to  q u e s t i o n  23 of t h e  C o m m i s s i o n ' s  

I n f o r m a t i o n  Request No. 2; s p e c i f i c a l l y  t o  page 2 of 2 of the 

example, "Gas C o s t  A c t u a l  A d j u s t m e n t  for t h e  Three Months Ended 

J e n u a r y  31, 1988. 

a. I n  t h e  r e c o v e r y  c a l c u l a t i o n  by c u s t o m e r  c l a s s ,  how 

is the a c t u a l  cost of gas ( l i n e  10) allocated among R a t e  G-1, R a t e  

G-2 Demand a n d  Rate G-2 commodity? 

b. I n  D-2 R e c o v e r e d  t h r o u g h  T r a n s p o r t a t i o n  ( l i n e  13), 

how a re  t h e s e  a m o u n t s  c a l c u l a t e d  a n d  allocated? Please provide 

ca lcu la t ions ,  as w e l l  as s p e c i f i c  r e f e r e n c e s .  

11. Why w e r e  G-2 and G-3 separate  r a t e  classes i n i t i a l l y ,  

i f ,  as is sa id  i n  t h e  r e s p o n s e  to q u e s t i o n  2 of t h e  C o m m i s s i o n ' s  

I n f o r m a t i o n  Request No. 2 ,  t h e r e  is no difference f n  G-2 and G-3 

customers? On wha t  b a s i s  were c u s t o m e r s  a s s i g n e d  t o  e a c h ?  Why 

was t h e r e  a d i f f e r e n c e  i n  rates? 

12. R e f e r  to E x h i b i t  1 2  of W e s t e r n ' s  Notice; u n d e r  proposed 

Rate G-2, e x p l a i n  t h e  commercial and  i n d u s t r i a l  b i l l s  of 180 and 

968, r e s p e c t i v e l y .  If a n y  of these b i l l i n g s  have b e e n  t r a n s f e r r e d  

Lran t h e  existing C-1 r a t e ,  why a re  t h e  t o t a l  b i l l i n g 6  u n d e r  

e x i s t i n g  and  proposed G-1 t h e  same? 

13. P r o v i d e  a b i l l i n g  f r e q u e n c y  a n a l y s i s  i n c l u d i n g  d e t a i l e d  

calculations and s p e c i f i c  r e f e r e n c e s  to t r a c k  the e x p e c t e d  s h i f t  

of customers f rom G-1 a c t u a l  t o  G-1 a n d  G-2 proposed. S t a t e  a n y  
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assumptions made concerning such a shift and justification €or 

such assumptions. 

14. Provide  a b i l l i n g  analysis (Exhibit 12) with revenues 

normalized to reflect rates actually approved in 8839-2 (not 

counting refund or surcharge factors). 

15. R e f e r  to VanHetsr Exhibit 4 of the prepared testimony. 

For each item in each column s h o w  hQW much is due t o  actual 

purchases and how much is due to temperature adjustment, indus- 

trial sales loss adjustment, Kolled-in transportation volumes 

adjustment and any other adjustment. 

16. Refer to Exhibit 12 of Western's Notice. For each item 

in every column of present:  and proposed, show how much is due to 

actual  test year sales and how much is due to temperature adjust-  

ment, industrial sales loss adjustment, rolled-in transportation 

V o l u m e 5  adjustment and any other adjustment. 

17. With reference to Larson Exhibit 4, page 4 of 23, please 

explain the rationale or justification or assumptions underlying 

the allocations in footnote 2. Prov ide  any supporting workpapers 

not previously included in exhibits. 

Done at Frankfort, Kentucky, this 11th day of July, 1986. 

PUBLIC SERVICE COMMISSION 

For the Commission Y 

ATTEST; 

becr e tary 


